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IIave aiIIed in the iD1entate 1oDa-di-.ce IDIIbt. A _!iDe ill tile rate of Del eDtry may be

coiDcidellt with the period of iDcnued AT.tT piciDa flexibility .s IdvertisiDa expenditure,

........ that ldvertisiDa may have encted • bmier to emry far ...uers. Thus. aIthouah

IIIItry may have caused me...d competitive preaures OIl iDc111DbeDt IXCI, the preaures may

G. !Jeeedal P...,....PCC

In • competitive market, prices will an, output will iDcreue aDd profits will tend

10WIrds aro. Despite new entry since divestiture, AT.tT ItilII'lClins lOme form of market

power in the interstate lona-distaDce 1DII'ket. Altbouah prices have falJen ad output has

iDcreuecI, lOme meuures of ATAT'11'IIte of profits have not fallen; rather, they have iDcreued.

Fiaure 8 shows ATAT's

IIOIS marain.65 defined IS net sales
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Ills cost of Joods IOId over Del .es. (The pps ill Ibis dIIl't 11'1 clue to write downs or IpeCw

ciIcums&mces.) Since divestiture, ATAT's II*'JiD bas 'C'uelly iDcnued, i'om 31.4 percent in

1111 tIUrd ... of 1984 to 41.6 perceDt in the third ... of 1994. The lower prices ofFered

by ATAT 11'1 more than o&et by COlt decreues, pllticu1lrly cmie.r ICCeIS rates.

Fipre 9 Ibows aotber measure of profit......... per Ibare. (Tbe pps ill this

chart Ire quarters c:luriDa which ATAT took chlraes for _1iDess I'IIIrUCtUrina or depreciation

of -.10. pIInt and equipment) Since divestiture, ATAT's raJ eamiDp per Ibare have almost

'lripled. from 30 to 8S cents a share.
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We haw meuured the oaneIadon die profit rates and reductions in ICCeSS

dIqes.- Over the period fiom the third 1984 duouah the third quarter of 1994, each

J0 paceDt aduction in carrier ICCeIS price lias bleD IIIOCiIted, OIl aYerIIc, with • 1.6

pII'CIIItIIe point iDcrease ill ATAT'. aroa maqin (u computed by ATAT OIl dW 6Dancial

.....- 1914 throuah the fourth ... 19M, IICh 10 paeeDt nchactioD in carrier ICCeIS price

.. been associated, on avenae, with • 3.8 cent iDcrease in quaUrly eamiDp per Ibare (as

computed from AT&T financial I&atemeDts). Tbe results of the aDaIysis Ire DOt lipificantly

different if the AT&:T price cap period is considered lepll'&tely. Given the latter results, we

estimate that the carrier access price reductions that took pllce between 1984 aDel 1994 are

-.ociaaed with 1994 eamin&s for ATAT about 11.56 billion hip 1bIn wbat they would have

been in the absence of ICceSS chlrae reductions between 1984 IDd 1994.

We do DOt observe evideDce of pressures to move price~ COltS. MmJin, which

povides • measure of the pp between price aDd cost (in all of ATAT's IiDes of business) bas

iDcreued over the period of study. Real -mnas per Ibare bas 1110 iDcreued over the lime

period. These mults do DOt lUIIest that competitive pressure from with the iDterstate Iona­

~__ bas substaDtially CODIIraiDecI the behavior of ATAT, eYeD duriDa the price cap

period.

.. W. IIIvt pafi1nMd ........ _Is" _..- lid .. loa or lilt ... price iDdex we
_1ID1.lld iD • prwiaUIlICIiaD • rfIIII'.d -' .. IIwt or.... or ..-am • the left·
IIInd wrilbte. .
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